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Following the latest ruling by the World Trade Organization (WTO) regarding banana exports to the
countries of the European Union (EU), talks aimed at resolving the trade dispute have stalled. In the
decade-old "banana war," the US and five Latin American countries Ecuador, Mexico, Guatemala,
Panama, and Honduras are pitted against the 15-nation EU.
The US and Latin America argue that the EU favors former European colonies in the Caribbean
over Latin American banana producers, and gives preference to European distributors over US
companies.
Although the US is not a banana producer, the major distributors of bananas are US-based Chiquita
Brands and Dole Food. In 1997, the WTO ruled that the EU's banana-import regime violated
international rules, but the EU has failed to come into compliance.
Last year, the WTO authorized the US to impose US$191 million in punitive duties on EU goods
(see NotiCen, 1999-12-09). On March 17, the WTO also gave Ecuador, the world's largest banana
exporter, authorization to impose US$201.6 million in trade sanctions on the EU. Ecuador had
requested sanctions of US$450 million.
Banana exports account for 30% of Ecuador's foreign earnings, and its marketing does not rely on
the US-based multinationals that dominate the Central American banana trade. Ecuador, like many
other emerging economies in the 133-member WTO, is concerned that smaller countries are at the
mercy of the huge trading powers in resolving disputes.

EU says it is trying to comply
EU trade chief Pascal Lamy said on March 18 the EU was working to bring its banana-import
policies in line with WTO rules as soon as possible.
The EU had presented a proposal for reforming its banana- import regime last November. That
proposal would have established what European Commission (EC) Deputy Secretary- General
Bernard Zepter called a "first-come, first-served" system for distributing import licenses. But
neither the US nor Latin American producers found it acceptable. Some Caribbean officials fear that
Caribbean states could be badly hit by changes to the EU's banana-import rules.
A Caribbean proposal calls for EU import licenses to be distributed based on shipment levels before
the EU became a single banana market in 1993. Both the US and Ecuador favor the Caribbean
proposal, which would establish a two-tier quota system for banana imports from Latin American,
African, and Caribbean producers.
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In the Caribbean model, the EU would apply the same tariffs to Latin American, the Caribbean, and
Africa for the first 2.7 million metric tons of the product. In the second phase, for the next 850,000
MT, the tariff would be US$111 per MT for Latin American countries and zero for Caribbean and
African exporters.
In discussion in late March, both sides examined the Caribbean proposal, which would also require
the EU to redefine who qualifies as a banana importer for the purpose of issuing licenses, point by
point. "We accept the Caribbean approach as far as the redefinition is concerned," Zepter said.
But it would be difficult for the EU to accept a pre-1993 reference period because of the wide
differences in import systems that existed then from country to country, he said.

Ecuador could retaliate using intellectual property rights
On March 21, Ecuador's Foreign Minister Heinz Moeller said his country prefers the sale of US$200
million worth of bananas within the EU rather than receiving monetary compensation.
But Ecuador said it was ready to negotiate with the EU regarding the WTO ruling. "Ecuador has
made it clear to the EU that it is always open to negotiating a fair package to compensate for the
damage inflicted on its hard-pressed economy" by EU banana- import and marketing regulations,
Ecuador's trade negotiator in the WTO Roberto Betancourt said.
Betancourt said the EU's failure to reform the regime "has had serious repercussions for Ecuador
in income and unemployment, the expansion of poverty, and the displacement of considerable
segments of Ecuador's population that directly depend upon the banana industry some two million
people."
Ecuador has said it prefers to retaliate by suspending agreements on intellectual property, covering
copyrights and payments for the right to broadcast music and films. It sees this as a way to act
against the much richer EU without damaging its own economy.
In a first for the WTO, arbitrators authorized such retaliation in intellectual property and services,
diplomats in Geneva said.

Talks fail to find common ground
On April 3, the EC said the latest talks had failed to produce an agreement among the bananaimporting countries. Zepter said most of the EU countries want to continue a system based on
import quotas, and said discussions are now centering on distribution of operating licenses. He
presented an unofficial proposal to the US, Latin American, African, and Caribbean countries for a
license-distribution system based on historical reference.
The proposal would give 80% of the licenses to traditional operators, those that have longer time
in the market, while 20% would be given to new exporters. Chiquita considers this figure too high
for the new companies, while Ecuador thinks it should be higher since it does not use the large
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multinationals to market its product. Zepter said the US insists that the reference period for dividing
the licenses should be prior to 1993, while countries such as Ecuador prefer a later period.
The EC said it wants a solution that will satisfy all countries, but it made it clear that if no agreement
is reached, it will set a unified tariff. The unified tariff was part of the EU proposal last November,
but was rejected by the majority of the countries. It calls for establishing import quotas during a sixyear transition period and then automatically to go to the unified tariff, with a preferential tariff for
the African, Caribbean, and Pacific (ACP) countries.

Ecuador maintains independence
Ecuador has at times distanced itself from the US in negotiations, saying that the small bananaproducing nations were at the mercy of the US and EU. "We are dismayed that the US and the
EU seem to be using the banana dispute to pursue trade policy agendas that have little to do with
bananas," Betancourt said during talks last year. "While these two giants battle it out, Ecuador,
whose industry really is at stake, is caught in the middle." (Sources: Associated Press, 03/17/00;
Reuters, 03/18/00, 03/24/00, 03/30/00; Notimex, 03/17/00, 04/03/00)
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